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Purchase from the Fund by Turkey 


The Government of Turkey has purchased $13.5 million 
from the International Monetary Fund. Turkey purchased 
a total of $30 million from the Fund in 1952 and 1953, 


Increase in World Coffee Production 


Total world production of green coffee from the 1957-58 
crop is estimated at 50.4 million bags—8.9 per cent more 
than the output of 46,3 million bags estimated for the 
1956-57 season and about the same as the 1955-56 crop. 
Disease control, improvements in fertilizing, and an 
increase in the number of trees in production are factors 
contributing to the greater output. Exportable production 
for 1957-58 is estimated at 41.8 million bags—15 per cent 
more than in 1956-57 but 9 per cent less than in 1955-56. 

Production in Central America in 1957-58 is estimated 
as about the same as in 1956-57 in spite of the fact that 
large crops are expected in Costa Rica, El Salvador, 
Guatemala, and Nicaragua. The crop in South America 
is estimated to be 3.7 million bags more than in 1956-57 
because of increased production in Brazil and Peru. 
Estimates for Africa indicate an increase from 8.7 million 
bags in 1956-57 to 9.1 million bags in 1957-58 as the 
upward trend in production continues in the Belgian 
Congo, Angola, Kenya, Uganda, and Tanganyika. Pro- 
duction in Asia will probably be slightly below that in 
1956-57. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., June 1957. 


Europe 


U.K. Trade 


A detailed analysis of U.K. trade returns for the first 
six months of this year (see this News Survey, Vol. X, 
p. 27) shows that, after allowance for the carry-over from 
1956 after the closing of the Suez Canal, the value of 
imports was 41% per cent, and the volume 114-2 per cent, 
more than in the first half of 1956. The Board of Trade 
says that the increases, though not large, are indicative 
of a change of trend from the stable level of last year. 

Coal and steel imports were 50 per cent less than in 
the first six months of 1956; oil imports decreased by 
8 per cent (in volume though not in value which was 20 
per cent greater because of increases in prices and 
freights) ; and imports of rubber (owing to lower demand 
for re-export) and of aluminum also declined. Imports 
of almost all the other major industrial materials, how- 


and has since made payments amounting to $22 million. 
Source: International Monetary Fund, Press Release, 


Washington, D.C., July 26, 1957. 


ever, show fairly substantial increases; imports of timber, 
pulp and paper, nonferrous metals, and raw cotton were 
all substantially greater in volume than in the first half 
of last year. The extent of the increase in imports of all 
industrial materials, excluding steel but including a few 
products classed as manufactures in the returns, is put at 
8 per cent. In addition, food imports rose by 4 per cent, 
and imports of finished manufactures increased. 


The commodity pattern of export trade in the first half 
of 1957 showed some striking changes from the trends of 
1956. Whereas the major part of the increase in 1956 
was in engineering products, particularly ships and air- 
craft, such exports expanded more slowly this year, but 
metals and chemicals rose more rapidly than a year ago, 
and textiles, which declined last year, showed an appre- 
ciable increase. The total increase in the volume of 
exports in the first half of 1957 was about 3 per cent, 
against 6 per cent in the same period in 1956, 

The total trade deficit for the first half year amounted 
to £342 million, £36 million more than for the first half 
of 1956. The Board of Trade estimates that this corre- 
sponds roughly with the amount of imports needed in 
the final months of 1956, but which were delayed because 
of the closure of the Suez Canal. The real change was in 
fact small. Furthermore, as the freight and insurance 
element in the import figures has increased considerably 
this year, the payments balance on visible trade should be 
a little more favorable than would be implied from the 
size of the trade deficit. 

Sources: The Times and The Financial Times, London, 
England, July 23, 1957. 


U.K. Industrial Output 


The index of industrial production in the United King- 
dom continued to increase in June, the seasonally adjusted 
index rising to 140-141 (1948 average=100), from 140 
in May and 137 in April; in June 1956 the index was 138. 
When. activity in May and June together is considered, 
few industries failed to show improvement from last year, 
and for some industries the advances were substantial. 
Output of crude steel rose by 11 per cent, of synthetic 
fibers by 9% per cent, of electricity by 8 per cent, of 
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passenger cars by 7 per cent, and of cotton textiles. by 
6 per cent. 


Source: The Times, London, England, July 27, 1957. 


U.K. Council on Prices, Productivity, and Incomes 


The U.K. Chancellor of the Exchequer announced on 
July 25 that, as part of its contribution to the fight against 
inflation, the Government would establish an independ- 
ent council on prices, productivity, and incomes, The 
council’s terms of reference were set forth as follows: 
“Having regard to the desirability of full employment 
and increasing standards of life, based on expanding 
production and reasonable stability of prices, to keep 
under review changes in prices, productivity, and levels 
of income, including wages, salaries, and profits, and to 
report thereon from ,time to time.” The Chancellor, said 
the council would not concern itself with every aspect of 
economic policy, but would be free to comment on gen- 
eral problems inside the scope of its terms of reference. 


Source: The Times, London, England, July 26, 1957 


Discount Rate of National Bank of Belgium 


The National Bank of Belgium raised its discount rate 
by 1 per cent, to 4% per cent, on July 25. The rate had 
been unchanged at 31% per cent since December 1956, 
when it was raised by Ys per cent. 

A 1 per cent increase in the discount rate is excep- 
tional in Belgium, and the decision taken is considered 
as indicating that the monetary authorities are determined 
to resist inflationary tendencies. Since the last quarter 
of 1955, there has been a steady loss of gold and foreign 
exchange reserves; at the same time, there has been a 
large increase in bank credit to the private sector. 

Another reason for raising the discount rate appears to 
have been the wish of the National Bank of Belgium to 
restrain outward capital movements, which seem to have 
been important in recent months, especially to Canada. 
Sotirces: La' Libre: Belgique, Brussels, Belgium, July 25, 

1957; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, July 26, 1957. 


Floating Debt of Municipalities in the Netherlands 


In a circular to the local authorities, the Government 
of the Netherlands has expressed concern over the short- 
term financing of investment expenditure (mainly for 
home building) by municipalities. The floating debt of 
the municipalities increased from f. 877 million at the 
end of 1956 to f. 1,217 million on March 31, 1957, and it 
is now estimated at approximately f. 1,500 million. The 
Government has urged local authorities to prevent a 
further increase in this debt, and to consolidate it as 
soon as possible. 

Until the end of 1957, short-term financing of invest- 
ment expenditure will be allowed only for work already 


started; new investments must be financed with long-term 
loans. Institutional investors will make approximately 
f. 600 million available during 1957 and 1958 for home 
building; these funds will be put at the disposal of 
municipalities via the Netherlands Bank. 


Source: Nieuwe Rotterdamse Courant, Rotterdam, Neth. 
erlands, July 15, 1957. 


Norway's Foreign Exchange Posifion 


The Bank of Norway’s gold and foreign exchange 
assets fell by NKr 12 million in the first half of 1957, to 
NKr 1,147 million, and its foreign exchange liabilities 
declined by NKr 93 million, to NKr 712 million. Thus, 
the net gold and foreign exchange position improved by 
NKr 81 million, to NKr 435 million; in the first half of 
1956, the net: improvementavas:NKr41) million: :oA 1 peak 
figure of NKr 520 million for net reserves was reached 
at the end of April. The most recent data available show 
a decline of NKr 32 million in net foreign exchange 
holdings of private banks during the first five months of 
1957, and an increase of NKr 194 million in the foreign 
exchange holdings of the shipping companies in the first 
four, months. 

Norway had a current ‘surplus of NKr 112 million:with 
the QEEC countries in the first quarter of 1957, compared 
with! a deficit of NKr 56 million in the corresponding 
period last year. On the other hand, the surplus on dollar 
account dropped from NKr 104 million to NKr 35 mil- 
lion, mainly because of an increase of about NKr 90 
million in imports. Imports excluding ships were 
NKr 3,330 million in the first five months of 1957, which 
was 14 per cent higher than in the first five months of 
1956. As much as 10 per cent of the increase was due 
to higher prices and 4 per cent to an increase in volume. 
While the increase in volume was about in line with the 
national budget estimates, import prices have been higher 
than estimated. Exports excluding ships and whale oil 
(exported direct from the. fishing grou . ingreased: by 
6 per cent, to NKr 2,212 million, in the first five months 
of this year. Most of the increase was due to greater 
volume, especially for exports of base metals. The excess 
of imports over exports, excluding ships, was therefore 
NKr 1,118 million, in contrast to NK¢ 823 million in the 
same period last year. 

Imports of ships in the first five months of this year 
were slightly less than a year ago, while exports of ships 
increased by NKr 28 million. Net imports of ships were 
NKr 547 million. 

Source: Norges Bank, Bulletin, Oslo, Norway, July 1 
1957. 


Changes in Interest Rates in Sweden 


Mr. P.. Eckerberg, P»-sident of the Board of the 
Sveriges Riksbank, has resigned, and Mr. P.E.. Skidld, 
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former Minister of . Finance, has’ been appoiuted as his 
successor. The President of the Board is appointed 
directly by the Government, while the other members, 
including the Governor of the Riksbank, are appointed 
by Parliament. 

(As a consequence of the 1 per cent increase in the 
discount rate of the Riksbank (see this News Survey, 
Vol. X, p. 18), the commercial banks raised their discount 
rates for bills by 144 percent and their rates for other 
loans by 1 per cent. The interest rates for deposits on 
saving and capital accounts, generally, increased by % per 
cent. For deposits with two months’ notice, the increase 
was’. per cent. No interest is being paid on ordinary 
cheeking accounts. Similar changes have been introduced 
by the savings banks. 

After negotiations: with the Riksbank, the absolute 
owvedjt ceiling previoushimposed onthe comiterciat banks 
has been abolished. The banks will, however, still adhere 
to a restrictive lending policy. The liquidity ratios for 
the commercial banks will remain in force, and the Riks- 
bank will facilitate the long-term financing of housing by 
granting permission for the mortgage institutions to 
float new bond issues.» Funds raised in this way will make 
it possible to redeem outstanding construction credits 
advanced 'by the cornmércial: banks and thus pave the way 
fer the financing of house construction in the coming 
months. Two mortgage institutions announced the flota- 
tion of a 544 per cent, 5-year bond issne and a 5% per 
cent, 40-year issue (with conversion right after 10 years), 
the issues to be sold at par between July 24 and July 30. 

Loans to municipalities by insurance companies, etc., 
which contain a clause permitting adjustment in the rate 
of interest on six months’ ‘notice, will in the future carry 
614 percent against the present 5 per cent: This is the 
highest rate-of interest on such loans in several decades. 
Sources: Svenska Dagbladet, Stockholm, Sweden, July 13 

and 19, 1957. 


The bill creating the Deutsche Bundesbank—the central 
bank of the Federal Republic of Germany, which will 
replace the Bank deutscher Lander—has passed the 
Lower and Upper Houses of Parliament. Although the 
bill as passed by the Lower House was a compromise be- 
tween the supporters of a federal system and those of a 
centralized system (see this News Survey, Vol. VIII, 
p. 264), serious opposition, representing‘ the Linder’s 
interests, was expected in the Upper House. One of the 
main criticisms expressed during the debate in the Upper 
House concerned that part of the bill which stipulates that 
the Lander’s liquid funds are to be deposited with the 
Bundesbank. Further critiism,)wassvdiced» against the 
reduction, from eight to six, in the number of directors on 
the board ‘of ‘management; ‘arid ‘against the ceiling of 
DM 4 billion set for open market paper. The majority 
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appeared to agree, however; that’a sufficient number of 
previous claims of the Lander had been incorporated in 
the bill, and further changes were not requested. ’ After 
the Under-Secretary of the Ministry of Economic Affairs 
reassured the Upper\House on behalf of the Federal Gov- 
ernment that no change in the monetary policy was con- 
templated after the new law became effective, the bill 
was passed with an unexpectedly large majority. It. is 
expected to become law on August 1, 1957, when it is 
signed by the President of the Federal Republic. 

Under the terms of the law, the Land central banks 
and the Berlin central bank will be merged with the 
Bank deutscher Lander, which will then become. the 
Deutsche Bundesbank. The new institution will be a pub- 
lic law corporation with a capital of DM 290 million, 
subscribed entirely by the Government. The administra- 
tive’ bodies “of’ the ‘Bundesbank “will “be.'a ‘central “bank 
council (Zentralbankrat), a board of management (Direk- 
torium), and the managing committees (Vorstande) of 
the Land central banks. The central bank council will 
decide the Bank’s monetary and credit policy, and the 
board of management will be responsible for carrying out 
the decisions. The central bank council will consist of the 
members of the board of management and the: presidents 
of the Land central banks. The members of the board of 
management will be appointed by the President of the’ 
Federal Republic upon the recommendation of the Cabi- 
net, after the latter has consulted with the»central bank 
council, Appointments will normally be for eight years; 
in exceptional cases they may be for shorter periods, but 
not less than two years. In each Land, the Bundesbank 
will maintain a head office, which will continue to be 
called the Land central bank—a concession to the advo- 
cates of a federal system—and will be responsible in 
particular for. operations conducted with the Land 
authorities and with the credit institutions in its terri- 
tory: The Federal President» will appoint the Land 
central bank presidents in accordance with recommenda- 
tions, made by. the appropriate. Land: authority, and .sub- 
mitted by the Upper House after consultation with the 
central bank council. Each Land central bank will have 
an advisory council, which will consult with the bank’s 
president on questions:of monetary and credit policy and: 
with the managing committee on matters relating to its 
functions. 

Commenting on the new law, the Frankfurter Allge- 
meine Zeitung points out that the Government, which 
has hitherto had no say in the appointment of the leading 
officials of the Bank deutscher Lander, now acquires the 
right to fill the two highest positions in the Bundesbank, 
namely, those of the president and vice-president of the 
board of management. But the Bank's independetice’ is 
not necessarily jeopardized on this score, since the ap- 
pointments must normally be for eight years. Moreover, 
the law expressly stipulates that in the discharge of its 
duties'the Bank shall be independent of instructions from 
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the Government. It must support the Government's gen- 
eral economic policy, but only to the extent that its pri- 
mary task of maintaining the value of the currency per- 
mits. Members of the Cabinet will be permitted to take 
part in meetings of the central bank council, but without 
voting rights. There is no major innovation here, since 
the Finance Minister and the Minister for Economic Af- 
fairs have been taking part in meetings of the Bank 
deutscher Lander. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, July 6, 18, and 20, 1957; Bul- 
letin des Presse- und Informationsamtes der 
Bundesregierung, Bonn, Germany, July 20, 1957. 


Middle East 
Agricultural Production in the Middle East 


Agricultural production in the Middle East improved 
considerably in 1956, mainly as a result of an increase in 
the area under cultivation and also because there was no 
severe drought as there had been in 1955. The area 
planted to grains was 6.2 per cent greater than in 1955, 
and that under cotton, 1.8 per cent greater. Available 
figures on production show an increase of 9 per cent in 
wheat, 14 per cent in barley, 22 per cent in rice, and 5 per 
cent in cotton. Output of other foodstuffs, such as sugar 
cane, citrus fruits, oilseeds, and certain fruits and vege- 
tables, were at high or record levels. The only decrease 
from 1955 was in pulses. The main change in the pro- 
duction pattern during the year was the relative growth 
of industrial crops, fruits, and vegetables. 

Source: United Nations, Department of Economic and 
Social Affairs, Economic Developments in the 
Middle East, 1955-1956, New York, N.Y., May 1, 
1957. 


Iraqi Oil Exports 


The Iraqi Government's revenue from oil exports for 
the second quarter of 1957 amounted to ID 12.1 million, 
compared with ID 19.3 million for the corresponding 
period in 1956. In addition, the oil companies paid in 
July the second installment, amounting to ID 2.4 million, 
of the ID 25 million loan contracted in March 1957 to 
meet the decrease, caused by the drop in oil exports, in 
the oil revenue allocated to the ordinary budget (30 per 
cent). The first installment of ID 5 million was paid in 
March (see this News Survey, Vol. IX, p. 329). 

Oil exports in the second quarter of this year were 4.7 
million tons. In the first six months of the year, they 
totaled 7.3 million tons, 10 per cent less than the 8.1 
million tons exported in the first six months of 1956. It is 
expected that the pipelines to the Mediterranean will be 
operating at capacity by March 1958. 


Source: The Iraq Times, Baghdad, Iraq, July 8, 1957. 
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Restriction of Bank Credit in Pakistan 


As an anti-inflationary measure, the Central Board of 
Directors of the State Bank of Pakistan has decided to 
restrict bank credit for certain transactions. Banks in 
Pakistan have been instructed to limit credit extended 
against imported manufactures, bullion, foodgrains, and 
oilseeds to 60 per cent of the value of these goods. In 
addition, authorized dealers in foreign exchange have been 
asked to require a deposit of at least 15 per cent against 
letters of credit covering imports. 


Source: Dawn, Karachi, Pakistan, June 30, 1957. 


Pakistan's Import Policy 


When announcing Pakistan’s import policy for July- 
December 1957, the Minister of Commerce stated that it 
was more liberal than the policy for the first half of the 
year because of the increase in U.S. commodity aid. The 
number of items that will be licensed has been increased 
from 193 in the first half year to 214 in the second. As 
in the earlier period, priority will be given during July- 
December to the requirements of existing industries for 
raw materials and spare parts. More consumer goods 
will be licensed than in the first six months. A special 
committee has been set up to review imports of oil and 
lubricants, which have been increasing despite the in- 
creased use of natural gas by industry. 

Source: Dawn, Karachi, Pakistan, June 27, 1957. 


Far East 
Reserve Bank of India Forward Exchange Policy 


The Reserve Bank of India has decided to authorize 
forward purchases and sales of foreign exchange for one 
year, instead of six months. This liberalization is ex- 
pected to enable importers to negotiate suitable deferred 
payment terms from foreign suppliers, since they will 
be able to cover their foreign exchange risks for a period 
of a year. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, July 13, 1957. 


Indian Import Restrictions 


Describing India’s foreign exchange position as “very 
critical,” the Chief Controller of Imports and Exports 
has issued a statement on the Government’s new import 
policy (see this News Survey, Vol. X, p. 13). Applica- 
tions of established importers for the conversion of out- 
standing licenses from less essential to more essential 
items will be considered on the basis of the demand and 
the supply positions of the commodities to be imported. 
If commodities are produced domestically, no conversion 
will be authorized; neither will conversion be allowed for 
purely consumer items. The Government is preparing 
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four lists of the more essential items on a priority basis, 
and established importers will be allowed to choose the 
items for conversion purposes. 


Source: The Financial Times, London, England, July 12, 
1957. 


Ceylon’s Budget for 1957-58 


Ceylon’s budget for the fiscal year 1957-58, which was 
presented by the Minister of Finance on July 4, estimates 
revenue at Rs 1,260.4 million and expenditure at 
Rs 1,460.0 million; thus a deficit of Rs 199.6 million is 
indicated. When compared with the latest estimates for 
the current fiscal year ending September 1957, revenue 
will be larger by Rs 16.9 million, expenditure by Rs 37.2 
million, and the deficit by Rs 20.3 million. If taxes pro- 
posed in the budget are adopted, the deficit will be reduced 
to Rs 152.2 million. 

The tax proposals include increases in import duties on 
gasoline, unmanufactured tobacco, and a few other com- 
modities (Rs 22 million), increases in the profits tax 
(Rs 8.25 million), and a new tax on bank debits at the 
rate of one tenth of 1 per cent on withdrawals (Rs 12 
million). To protect domestic industry, the import duties 
on aluminum hollow ware would be increased; and to 
discourage imports of luxury motorcars, the cars would 
be reclassified and the rates of import duties raised. To 
encourage and develop local industries, duties on certain 
imports would be reduced. To promote capital formation, 
tax relief would be granted for three years commencing 
April 1957 to development projects considered essential ; 
the list of approved investments that would qualify for 
the proposed tax relief will be announced at a later date. 

In the budget, new development projects are classified, 
by order of priority, into the following categories: di- 
rectly productive activities, such as agriculture, land 
development, and industry; basic services and utilities; 
social and welfare services; and administrative and secu- 
rity services. Expenditures for health and education 
services, cultural affairs, tourist bureaus, public works, 
and the office of the land commissioner are reduced. 
Funds for the office of the food commissioner are raised 
to Rs 135.8 million, from Rs 105.5 million in the current 
fiscal year, reflecting the higher cost of the subsidy on 
rice. New government investment projects for which 
provision is made include the output of ilmenite (Rs 4 
million), cotton spinning (Rs 3 million), the establish- 
ment of sugar refineries (Rs 10 million), and the exploita- 
tion of salt mines (Rs 4 million). 


Sources: Minister of Finance, Budget Speech, 1957-58, 
and Ceylon News, July 4, 1957, Colombo, Cey- 


lon. 
Tightening of Thailand's Exchange Control Regulations 


The Ministry of Finance of Thailand has issued a new 
regulation tightening controls on remittances abroad. As 
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from August 1, the amount that may be sent to dependents 
abroad has been reduced from 2,000 baht per month to 
1,000 baht (from about US$100 to US$50). The new 
restriction will affect mostly Chinese residents of Thai- 
land, who have been remitting to their homeland at an 
estimated annual rate of about US$4 million. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., July 22, 1957. 


Profits of Taiwan Sugar Corporation 


The Chairman of the Board of Directors of the Taiwan 
Sugar Corporation reported at a recent shareholders’ 
meeting that, as a result of the large production (775,796 
metric tons of granulated sugar and 18,905 metric tons 
of brown sugar) and increased volume of exports last 
year, the Taiwan Sugar Corporation grossed NT$204 
million in profits. Of this total, the company paid to the 
Government business income tax and defense tax totaling 
NT$59.75 million, set aside NT$20.44 million as reserves, 
and earmarked NT$30.00 million for repayment of a U.S. 
loan. The remainder is to be paid to shareholders at 
NT$2.40 per share. 

The production plan for 1958-59, announced by the 
Board of Directors of the Corporation, calls for sugar 
cane acreage totaling 90,374 hectares (1 hectare=2.471 
acres). The Corporation will work 26,448 hectares and 
will enter into contracts with cane farmers for the remain- 
ing 63,926 hectares. A total raw sugar output of some 
855,716 metric tons is estimated. 


Source: Chinese News Service, Press Release, New York, 
N.Y., July 9, 1957. 


Japanese Foreign Trade 


Customs statistics show that Japan’s exports during the 
first half of 1957 amounted to $1,329 million and imports 
to $2,343 million, thus leaving a trade deficit of $1,014 
million. Compared with the first half of 1956, exports 
were 14.5 per cent higher and imports 56 per cent higher. 

Exports of ships made the largest contribution to the 
increase in total exports. Exports of plywood, rayon fila- 
ment yarn, and silk fabrics also increased markedly. On 
the other hand, exports of tea, lumber, metal products, 
and rayon filament fabrics declined. Among imports, the 
sharpest increases were in iron and steel scrap, nonferrous 
metal ores, coal, petroleum, and textile raw materials. 
Source: Bank of Tokyo, Weekly Review of Economic Af.- 

fairs in Japan, Tokyo, Japan, July 20, 1957. 


Philippine Industries 


The Philippine National Economic Council (NEC) has 
approved the application of the Standard Vacuum Oil 
Company to establish a $40 million petroleum refinery in 
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the Philippines. The company, has stated that, the new 
plant will have a daily capacity of 25,000 barrels of crude 
oil and that no foreign exchange from, the Central Bank 
of the Philippines. will be, required. for setting, up the 
plant. NEC has also approved the applications of two 
firms to produce canned milk. The. combined annual 
capacity of these firms would be 1.1. million cases of 
evaporated milk and 165,000 cases of condensed milk. 
In approving the applications, NEC stipulated that pow- 
dered milk needed as raw material should be obtained 
from the United States under U.S. Public Law 480, and 
that all foreign exchange for capital requirements should 
be obtained from U.S. financing institutions and not from 
Central Bank exchangé ‘rese?ves. 

Source: Philippine Association, Philippine Newsletter, 


New York, N.Y.) Fully 19,°9957; se 


United States 
U.S. Cost of Living 


The index of the cost of living in the United States rose 
to a record high of 120.2 (1947-49=100) in June, from 
119.6 in the preceding month and 116.2 in June 1956. 
The resumption of the rise in prices of consumer non- 
durable goods, a large increase in food costs, and the 
continued upward trend in prices of services all con- 
tributed to the increase. The price index for food rose 
by 1.1 per cent, and smaller, advances were reported for 
nondurable commodities and services, The index for 
durable goods was unchanged from May, increases in 
prices for some commodities being offset by declines for 
others. The prices of new cars continued to drop as 
discounts became larger with the approach of the new 
model! year. Other items in the durable goods group, such 
as housing and house furnishings, rose slightly in June. 
Source: The Journal of Commerce, New York, N.Y.. 
|. July 25, 1957. 


Restriction on U.S. Oil Imports 


President Eisenhower has requested that U.S. oil im- 
porters voluntarily restrict imports of foreign crude .oil 
by. 10 per cent below their average imports for the years 
1954-56. The request applies to the second half of 1957 
and the first half of 1958, and it exempts imports re- 
ceived on the Pacific coast. 

The request for a reduction was made as a result of 
a report by the Special Committee to Investigate Crude 
Oil Imports, composed of the Secretaries of State, De- 
fense, Treasury, Interior, Labor, and Commerce, The 
report stated that, unless imports were reduced, . the 
national security would be threatened. The Féstfittion is 
expected to, have the effect of heading off substantially 
larger imports in the second half of the year and.to stim- 
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ulate oil. exploration efforts in the United States. Under 
the restriction, total oil imports are expected to continue 
at about their present level. 

Source: The. Journal. of Commerce, New. York, NW., 


July 30, 1957, 


U.S. Crop Production in 1957 


The Department of Agriculture has estimated that total 
crop production in the United States in 1957 will .be 
about 7 per cent less than in 1956 and the smallest since 
1951. The reduction in acreage under the acreage allot- 
ment and soil bank programs is a factor in the forecast, 
but unfavorable growing conditions are also important 
this year. Excessive rainfall and floods in the spring have 
adversely affected the production of principal crops. 
~ Corn production is estimated at 3 million bushels, 
which would be nearly 13 per cent less than last year; and 
wheat production, estimated at 940 million bushels, 
would be almost 6 per cent less. Cotton production also 
is expected to be less than in 1956; at average yields on 
reduced acreage, total output this year would be about 
11.4 million bales, 15 per cent below the 13.3 million 
bales ‘harvested in 1956. The 15 ‘per cent reduction in 
cotton acreage this’ year, however, does not guarantee a 
commensurate reduction in output. Yields per acre will 
be exceptionally high, since the 3 million acres placed 
in the soil bank were the least productive, growers hav- 
ing retained their most productive acres for planting. In 
addition, the use of fertilizer is at a new high this year. 
On the other hand, the 1957 crop may suffer adversely 
from late planting owing to excessive rains, which will 
subject it to the danger of frosts in the autumn. Boll 
weevils are also more numerous this year than in several 
years past. 

Sources: The Wall Street Journal, July 9, 1957, and The 
Journal of Commerce, July 9, 10, and 11, 1957, 
New York, N.Y. 


Latin America 


Modification of Banks’ Reserve Requirements in Mexico 


Circulars 1340 A and B issued by the Bank of Mexico 
on July 1 combine Circular 1279 of January 10, 1955 
and Circular 1301 of March 1, 1956, which have gov- 
erned the ‘reserve requirements against sight and time 
liabilities of the deposit and the savings banks. The 
reserve requirements against savings deposits in pesos 
and foreign’ ‘currencies continue to be 10 per cent; those 
against sight and time liabilities in foreign currencies 
continue to be 25 per cent—of which up-to 5 per cent may 
be invested in bonds of the Internationdl Bank for Re: 
construction. and Development.’ The reserve requirements 
for sight and time liabilities in pesos have been reduced 
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by 5 percentage points. The stated purpose of the change 
in’ requirements is to increase the earning capacity of the 
deposit banks. 


The reserve requirements against’ sight and time lia- 
bilities in pesos for banks in Mexico City are as follows 
(figures in parentheses are requirements for banks out- 
side Mexico City) : , 

1. A minimum of 25 per cent (15 per cent) must be 
deposited, interest free, with the Bank of Mexico. 

2. Up to 50 per cent (55 per cent) must either he 
deposited with the Bank of Mexico or invested as. de- 
scribed below. 

3. The remaining 25 per cent (30 per cent) may be 
extended in credits to industry, agriculture, or, commerce 
provided that approximately 70 per cent, of a bank’s total 
portfolio is jn loans to industry and agriculture, apd 
about 30 per cent in loans to commerce. 

Of the investmenis indicated in the second group above, 
banks in Mexico City may invest a minimum of 30;per 
cent—and banks outside Mexico City a minimum of 13 
per cent—in government securities; banks outside Mex- 
ico City, up to 22 per cent in agriculture and animal 
husbandry; and the remainder in medium-term credits 
distributed as follows: a minimum of 5 per cent for 
Mexico City banks—4 per cent for banks outside the city 
—in bonos financieros, i,e., mortgage obligations ap- 
proved by the Secretary of Finance and Public Credit; 
and up to 15 per cent for banks in Mexico City—16 per 
cent for outside banks—in (a) habilitation or avio cred- 
its with maturities of more than one year but not exceed- 
ing two years, (b) similar credits with maturities not 
exceeding one year to agriculture and animal husbandry; 
(c) medium-term credits with maturities not exceeding 
five years; and (d) discounts of paper of deposit and 
savings banks originating from similar operations. 
Source: Nacional Financiera, S.A., El Mercado de Va- 

lores, Mexico, D.F., July 8, 1957. 


Uruguay's Foreign Trade 


Uruguay had a favorable trade balance equivalent to 
US$5.3 million in 1956; with exports valued at $211.1 
million and imports at $205.8 million. This was in sharp 
contrast to the deficit of $24.2 million in 1954 and $41.3 
million in 1955, 


The principal factors in the improvement in 1956 were 
the sustained demand at satisfactory prices for Uru- 
guayan wool, a substantial increase in hoth the volume 
and value of meat exports, and a decrease of over $20 
million in imports, asa result of selective restriction. 

The value, of wool: exports exceeded: $130. million; 
agricultdral: products: totaled $28 million; meat and by- 
products,$22 million; and hides, skins, and ‘bristles, $16 
million. The! United States was the principal trading 
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partner, exports’to the United States amounting to $24.5 
million; and imports from that country totaling $32.8 
million. Next in’ importance Was the Netherlands, which 
purchased Uruguayan goods valued at $51.6 million and 
supplied $4.5 million worth’ of imports. 

Earlier figures, based upon unofficial estimates, indi- 
cated a trade deficit for 1956, but sharp increases in 
wool and meat exports in the last quarter of the year were 
responsible for the shift to a favorable balance. 

Source: Department.of Commerce, Foreign Commerce 
Weekly, Washington, D.C., July 22, 1957, 


Other Countries 
Australian-Japanese Trade Agreement 


A three-year trade agreement signed by Australia and 
Japan on July 7 provides for mostfavored-nation treat- 
ment for Australian and Japanese goods entering the 
countries and assures nondiscriminatory tféatinent -in 
import and exchange control. 


Japanese exports to Australia will not be subject to 
any discrimination in import licensing, and will be ad- 
mitted at customs rates no higher than those applying to 
goods imported from other countries. Thus the way is 
now open for Japan to reduce its unfavorable balance 
with Australia. Japan is second only to the United King- 
dom as a market for Australian exports; 12 per cent of 
total exports go to Japan. In 1956, Australian exports 
to Japan were £A 106 million, whereas imports from 
Japan amounted to £A 16 million, or about 2 per cent of 
total imports. The new agreement stipulates that either 
country suffering damage to its own industries from 
excessive imports may impose quantitative restrictions; 
thus a safeguard is provided against Australian industries 
being flooded with Japanese goods. Australia also under- 
takes to enter into discussions with Japan within three 
years with a view to exploring the possibility of applying 
the General Agreement on Tariffs and Trade to mutual 
trade. 

Japan, for its part, undertakes to import at least 
200,000 tons of soft wheat from Australia in the first 
year of the agreement, with a possible increase in suc- 
ceeding years; to continue importing at least 30 per cent 
of its barley needs from Australia; to give Australia the 
opportunity of competing for not less than 90 per cent of 
Japan’s total foreign exchange allocation for wool each 
year; and to continue for three years the present duty- 
free entry of Australian wool. 


Source: The Times, London, England, July 8, 1957. 


New Zealand Budget 


The New Zealand budget for 1957-58 provides tax con- 
cessions and pension increases totaling £NZ 13.2 million. 
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The income tax rebate is increased from 10 per cent to 
25 per cent, with a maximum of £NZ 75; last year the 
tax rebate had been almost halved. Social security bene- 
fits are raised, and special relief is given to widows. 

The Minister of Finance expects that the cost of these 
concessions will be met by a substantial rise in income 
tax receipts from higher wool prices and the increased 
number of persons employed. After deduction of con- 
cessions, the Consolidated Fund revenue is estimated at 
£NZ 209.8 million and expenditure at £NZ 209.2 mil- 
lion, against £NZ 206.3 milliou and £NZ 203.0 million, 
respectively, in the previous year. Capital expenditure is 
estimated at £NZ 84.0 million, against £NZ 78.7 million 
last year; of this year’s total, £NZ 25.5 million is ear- 
marked for hydroelectric works. Financing has been pro- 
vided for all except £NZ 7.8 million of this program, and 
the Minister of Finance has indicated the possibility of 
a small external loan. 

The principal policy announcement in the budget 
speech is the decision to introduce the pay-as-you-earn 
system for income taxes and social security charges, be- 
ginning April 1, 1958. The system applies to all individual 
taxpayers, estates, and trusts, and to companies incor- 
porated in the future but not to existing companies. It 
includes concessions to taxpayers, amounting to ap- 
proximately £NZ 4.5 million per annum. 


As a measure to encourage capital from abroad, inter- 
est on debentures held by overseas companies will be 
exempted from social security charges. Hire-purchase 
regulations will be revoked, except those on motor 
vehicles. 

The distinct improvement in New Zealand’s balance of 
payments, the decrease in the volume of credit, and the 
easing in the demand for labor indicate that inflationary 
pressures have been contained fairly successfully, but the 
Minister warned that firm policies would still be needed. 
With increasing consumer demand and the need for 
development, there is little prospect of an economy free 
from inflationary pressure. Overseas transactions for the 
year ended June 1957 showed a surplus of £NZ 6.9 mil- 
lion, compared with a deficit of £NZ 5.2 million for the 
year ended June 1956. Since 1950, when all private 
imports were subject to control, 700 items have been freed 
from restrictions, and the imports that are now subject 
to licensing represent only 15 per cent of the value of 
total imports. 

Sources: The Financial Times, July 24 and 26, 1957, 
and The Times, July 26, 1957, London, England. 


South African Controls over Capital Transfers fo London 


The South African Government has announced that 
Union residents purchasing South African stocks in the 
United Kingdom for repatri’tion are no longer allowed 
to transfer them from the London to the Union registers. 
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Because of the weakness of the London gilt-edged market, 
the prices of South African stocks in London have fallen 
below those ruling for similar securities in the Union 
itself. This has caused a movement to purchase stocks in 
the United Kingdom and transfer them to the Union for 
resale. 


Press reports have pointed out that there is little evi- 
dence that South Africa has yet suffered a really substan- 
tial decline in reserves on account of stock purchases in 
the United Kingdom. Official gold and foreign exchange 
holdings at the end of June amounted to £125.6 million, 
compared with £131.0 million at the end of 1956 and 
£135.3 million at the end of March 1957; but since sea- 
sonal factors normally tend to result in some depletion of 
reserves in the first half of the year, the decline cannot 
be regarded as any cause for concern. It seems likely, 
therefore, that the Union authorities were prompted to 
take action more because of indications that the capital 
outflow in respect of security transactions was growing 
rapidly than because of transfers that have already been 
made. 


Source: The Statist, London, England, July 13, 1957. 


Wool Receipts in South Africa 


Total proceeds of South Africa’s wool production 
(excluding wool on skins) during the 1956-57 season are 


estimated at £72.5 million, compared with £52.75 million 
in the 1955-56 season. The 1956-57 wool clip, estimated 
at 304 million pounds, or 2.5 per cent more than the 
1955-56 clip of 296.5 million pounds, has only once been 
exceeded in size (in 1932-33) and in value (in 1950-51). 


The Union’s wool selling season ended on May 29, 
1957, with prices that were about 5 per cent above the 
season’s opening prices and 15 per cent higher than the 
closing prices of the 1955-56 season. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
July 1957. 
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